We FO Oia e 


Sa 
Dad 


ROUND TABLE 
Ifpots ibrary 


ould Congress 


Increase Social Security 
Benefits? 


A Radio Discussion by DAVID DILLMAN 
ALTON LINFORD and S. H. NERLOVE 


Including a 
Special Supplement on 


SOCIAL SECURITY 
IN AMERICA 


43D BROADCAST IN COOPERATION WITH 
HE NATIONAL BROADCASTING COMPANY 


NUMBER 532 * * * MAY 30, 1948 


a | 


TABLE OF CONTENTS. 


Around the Round Table... 
DAVID DILLMAN, managing editor of the Chicago Journal of Cc 


merce 


ALTON A. LINFORD, assistant professor of social service admi: 


tration, University of Chicago 


S. H. NERLOVE, professor of business economics, School of Busin 
University of Chicago | 


~ 
Special Supplement on “Social Security in America” 


Text of President’s Message Asking Broader Social Security, 
May 24, 1948 


The Rounp Tate, oldest educational program continuously on the air, is broadcast en 
ly without script, although participants meet in advance, prepare a topical outline, and 
change data and views. The opinion of each speaker is his own and in no way involves 
responsibility of either the University of Chicago or the National Broadcasting Comp 
The supplementary information in this pamphlet has been developed by staff research 
is not to be considered as representing the opinions of the Rounp TaBLE speakers. 


The University of Chicago Rounp Tastx. Published weekly. 10 cents a copy; full- 
subscription, 52 issues, three dollars. Published by the University of Chicago, Chicago 
Ilinois. Entered as second-class matter January 3, 1939, at the post office at Chicago, Ili 
under the Act of March 3, 1879. 


COPYRIGHT, THE UNIVERSITY OF CHICAGO, 1948 


Illinois U Library 


Should Congress Increase Social 


Security Benefits? 
: * 


Mr. Nertove: To you, the listener, I say that your happiness and inde- 
gendence in old age and your security against the menace of unemploy- 
ment and ill-health now is your stake in today’s debate on the social 
ecurity system. Let us call the roll of the millions to see how much social 
ecurity we now have and how much is proposed! in Seuman s message to 
ngress this past week. 

Now over six million, four hundred thousand people receive govern- 
nt checks for social insurance benefits or public relief. Of this group, 
our million are on relief. 

Now thirty-five million people are covered by old age and survivors 
surance. It is proposed this past week that their benefits should be in- 
reased by 50 per cent. 

Now thirty million people are covered by ard Moveene. insurance. 
tis proposed this past week that thirty million people be added and that 
employment insurance benefits be increased. It is proposed this past 
eek to add four million government employees, seven million farmers, 
ix million self-employed, one million nonprofit institution employees, 
d two and one-half million domestic workers to the social security old 
ge and survivors insurance. 

_And, finally, it is proposed to insure approximately fifty-eight million 
eople against loss of earnings through temporary illness. 

‘These increases in numbers covered and benefits given will mean 
igher pay-roll deductions and higher taxes. Should Congress increase 
ocial security benefits? What will be the effect on you and on the nation 
this is done? 

Linford, are you in favor of providing more social security ? 


Mr. Linrorp: Yes, I am. Social security is the organized effort which 
eople, acting through their government, make to try to assure that every 
amily has the goods and services needed for decent living and that they 
eceive these basic essentials in circumstances which preserve self-respect 
nd opportunity for economic and social advancement. 


1 


7 THE UNIVERSITY OF CHICAGO ROUND TABLE 


‘Now, it is obvious that the basic method which we employ to secur 
those goods and services is the wage structure. But unfortunately in ou 
competitive system wages are interrupted on frequent occasions and fo 
sometimes long periods because of unemployment, old age, illness, dis 
ability, death. It is also true that certain costs of services, medical care, fo 
instance, bear very heavily upon the individual. The social securit 
system, while supplementary to the wage scale, undertakes to replac 
wages lost due to these hazards. I would say not only do we need it an 
not only can we afford it, but we cannot afford not to have it. 


Mr. Nertove: Dillman, do you favor the Truman proposal for an in 
crease in social security benefits? 


Mr. Dittman: We want everybody’s living conditions improved. Th 
question is: Is this the means? Would a better means be by reducing th 
need for relief and for government aid? We also must count the cost: 
There is a monetary cost. We are already diverting twenty cents of eacl 
dollar we own to government spending—taking it out of the hands o 
private spending. Should we increase that? Other costs are equally im 
portant. Does this system destroy incentive—a powerful force in ou 
dynamic economy? Does it magnify government’s function and detrac 
from the responsibilities and opportunities of private enterprise to provid 
better living conditions? 

Is this a good time to expand the system? The need is certainly les 
desperate now than normally. Unemployment is low. I think also the 
taxing now for a more elaborate government program would be inflz 
tionary. 


Mr. Nertove: Why has the President proposed this program now? ] 
there a need to expand the social security program at the present time 
How hard is the living-cost problem hitting the millions of people too ol 
to work? How great is the squeeze of living costs on the over six milliot 
four hundred thousand people who are drawing government checks fc 
old age or survivors insurance or are on relief ? 


Mk. Linrorp: President Truman, I believe, is correct when he says th: 
people on the social security programs are very near the breaking-poin 
It is beyond my belief and understanding how people can live on the: 
meager benefits. Let me cite an illustration. It has recently been reporte 
by the Social Security Administration and the Bureau of Labor Statistic 
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hat a married couple require thirty dollars a week to maintain even a 
odest standard of living. The old age and survivors insurance payments 
or a retired worker and his wife are less than eight dollars a week— 
Imost a quarter of what is recommended. Unemployment compensa- 
ion benefits are only eighteen dollars in contrast with the required thirty 
ollars a week. 


Mr. Nertove: You are emphasizing the fact that the old age and sur- 
ivors insurance benefits were set way back in 1939, and everyone knows 
hat has happened to the value of money since then. Today it takes at 
ast ten dollars to buy what six dollars purchased eight years ago. 


Mr. Dittman: Linford has proposed that this new function be turned 
ver to the government, which would cost the government more, require 
ore taxing, more spending. It is just such elaborated functions of govern- 
1ent that have contributed a great deal to the higher cost of living. He 
hinks that it is burdensome now—with which we can agree. The great 
anger is pointed up by that very observation—the tendency for a social 
curity program to snowball and get beyond our means. 


Mr. Linrorp: Dillman, I object to your maintaining that the social 
curity system is the cause of inflation. Obviously, inflation is caused by a 
emand that exceeds the supply, but we have this great backlog of de- 
and as an inheritance from the war. Social security is really a device for 
ompulsory savings, and it can be argued that it would be an offset to 
flationary tendencies. 


Mr. Dittman: The old age and survivors insurance is the compulsory 
vings phase of this program. I do not say that social security is respon- 
ble for the increased cost of living, but government spending has con- 
ibuted a great deal to the elevation of the price structure and our cost 
f living. 

Mr. Nertove: Let us get down to the present social security program. 
et us consider what it covers and how much it costs. 


Mr. Linrorp: Our present program was set up first in 1935 under the 
ocial Security Act. It was adopted after a thorough and comprehensive 
rudy by the Committee on Economic Security, which had recommended 
long-time, permanent approach to this problem of insecurity. The Com- 
ittee proposed three means: (1) social security insurance; (2) public 
sistance; and (3) direct public services—medical care and others. 
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In 1935 we started out with two conservative and modest social insu 
ance programs—old age and survivors insurance and unemploymet 
compensation. In addition, the federal government recommended thr 
groups of dependent persons already in our society who could not be care 
for by the social insurance program—that is, the aged, dependent chi 
dren, and the needy blind. Federal grants-in-aid were afforded to tho 
groups to help the states provide for them. 

Ultimately it was expected that the social insurance program, when 
got fully under way, would take most of the burden from the publ 
assistance program. 


Mr. Nertove: What does the program at the present time cost—a 
these various aspects, the social insurance, the public assistance, et ceteré 


Mr. Linrorp: If we continue spending this year, for example, at the ra 
we spent in January, 1948, the total cost will be something like three bi 
lion dollars. About one billion, six hundred million of that will represei 
public assistance expenditures—federal, state, and local; approximate 
a billion and one half will represent social insurance payments; abo’ 
one-half billion will be old age and survivors insurance; somewhe 
about eight hundred million will be unemployment compensation; an 
in addition, there is one hundred and fifteen million dollars for cix 
service retirement programs, and twenty-two million for disability insv 
ance. Adding it all together, dt represents about a three-billion-dollar e 
penditure. 


Mr. Nertove: What about the additions to this present social securi 
program which President Truman recommended in his last message 
Congress? You will recall that he has five points in that message, an 
among them, is the extension of coverage of old age and survivors inst 
ance. The suggestion which he makes to Congress is that we are now on 
covering thirty-five million, but we should be covering some twen 
million more people. What do you think about that extension of covera 
in a capitalistic system such as ours, Dillman? 


Mr. Dittman: In simple justice everyone should be covered. The pl 
of old age insurance is a contributory plan. If we cover thirty-five millic 
we should cover all employed workers. I think that that is one point 
least on which we can agree. 


Mr. Linrorp: I certainly agree with that, Dillman. Perhaps you will: 
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call that, when the program was first set up, certain groups were elimi- 

ated only because it was understood that administratively it would be 
ifficult to bring them in—that is, the self-employed, the groups in small 
ploying units, farm labor, and so on. It is now proposed that they be 
srought in; and we certainly agree on the desirability of that. 


Mr. Neruove: That covers the second point—that we should extend 
e old age and survivors insurance to a larger group of people. 

Now, what about the benefits? President Truman indicates that we 
ught to increase the benefits at least 50 per cent to take account of the 
ncreased cost of living since 1939. 


Mr. Dittman: This is no time to increase benefits. Linford has just 
rawn up the objectives of the program as it is. It was started modestly 
d was embroidered. Now, in twelve years, it is immediately proposed 
0 increase benefits 50 per cent. Is there a better demonstration of how it 
an snowball? 


Mr. Livyrorp: When the program was first put on the statute books 
ack in 1935, the cost of living was some 70 per cent less than it is now, 
nd even then the benefits were inadequate. And now Truman is pro- 
osing only a 50 per cent increase, which does not even keep pace with 
e increased cost of living. 


Mr. Duman: The original concept, as you outlined it, Linford, was 
very modest, maybe minimum, old age insurance system, supplemented 
y various other aids in times and cases of necessity. Why can we not 
ay with that system? 


Mr. Nertove: Let us take up the third point which Truman asks for in 
is message—the extension of coverage under unemployment insurance. 
e is now suggesting that we should cover some thirty million more 
eople. We are now covering about thirty million. What about this ex- 
nsion of unemployment insurance? 


Mr. Linrorp: You will remember that the Social Security Act excludes 
t permits the states to exclude employers who have fewer than eight 
orking for them, the self-employed, the domestic workers, farm labor, 
vernment employees, employees of nonprofit educational and religious 
stitutions—and all together they number some twenty-five or thirty 
illion people. Now, I should say that this is simple justice, as Dillman 
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puts it. It is desirable to give the same protection to these groups if the 
are exposed to the hazard of unemployment. 


Mr. Nertove: What do you think about that, Dillman? 


Mr. Dittman: I can agree with Linford there. In simple justice 
should include everybody. Actually the employee of a small firm needs 
more than the employee of a large firm. 


Mr. Neruove: At least we have agreement on two out of the thre 
points which Truman makes. 


Mr. Dittman: May I say something else on unemployment insurance 
I think that it is perhaps the least consequential of the social security pre 
gram. It will do no good in hard times, because we could not conceivab! 
finance unemployment benefits for eleven or twelve million unemployec 
and, as we have experienced in good times, it is not needed. 


Mr. Linrorp: I would certainly disagree with that. You know, even 1 
the best of times, as we have them today, there are some two and one-ha 
million persons unemployed; and unemployment compensation is qui 
a suitable and desirable method of replacing wages lost due to short-tin 
unemployment. People are constantly changing jobs; and in an econom 
as flexible and as changeable as ours, we will always have some unen 
ployment. 


Mr. Nertove: I take it, Dillman, that you are willing to extend tl 
coverage of unemployment insurance but that you do not think that 
amounts to much one way or the other. 

Let us go on to the fourth point which Truman makes, and it is a vel 
significant one. He suggests that we make adequate coverage for illne 
and disability. At the present time, as I understand it, there are only tv 
states which provide insurance for this temporary disability. What abo 
the expansion of the social security program in this direction? 


Mr. Linrorn: Disability and illness loss of time was one of the hazar 
which was considered by the Committee on Economic Security, way ba: 
in 1934 and 1935. They decided that we had better wait until we had hac 
little experience under the other titles, before we added this one. T! 
Social Security Administration, the Social Service Board, and othe: 
however, have been advocating for years that we extend the social sec 
rity system to cover this hazard. At the present time a person who becom 
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employed because of the lack of a job can draw unemployment com- 
nsation, but, if he loses his work and his income because he becomes ill, 
ere is no device by which his wages or part of them can be replaced. All 
proposes is to build on logically to our social security system to cover 
at hazard. 


Mr. Diriman: This is the most dangerous for government to under- 
ake. Its administration is, to my mind, beyond the ability of government. 
here are the greatest avenues for abuse—far greater avenues for abusing 
isability insurance than there are in unemployment insurance, and we 
e familiar with the fact that people do abuse unemployment insurance. 
aybe this fact is demonstrated by the fact that only two states so far have 
dertaken disability coverage. 


Mr. Linrorp: Yes, but I would remind you that practically every major 
ndustrialized country in the world has a government-operated disability 
msurance system. Not only can it work, but these do work and have 
orked for decades. 


Mr. Dittman: May I point out, in contrast to the failure of govern- 
ents in this nation to do it, that it is quite generally provided by indus- 
. The Butler Commission for the Illinois General Assembly made a 
urvey of all employees in Illinois and discovered that 50 per cent of all the 
mployees covered by unemployment insurance received some form of 
id in the case of disability or sickness. 


Mk. Neruove: I would like to get the dimensions of this proposal on 
isability insurance which Truman makes in his message to Congress. 
his means, does it not, that he is proposing that some fifty-eight million 
seople be covered—almost our entire labor force? He indicates in his 
message that some three and a half to four million people are out every 
Jay in the work week throughout a given year. This gives us some idea 
is to the dimensions of this program, including some notion of how 
much it would cost to insure against the loss of earnings due to illness 
ind disability. 

Mr. Linrorp: There are various estimates about how much it would 
ost, and I am afraid that we lack very precise data on this point. But if one 
ssumes that Truman’s estimate is correct of approximately four million 
inable to work each day (that is, out of our labor force) and assumes that 
hose people would have earned, let us say, two thousand dollars a year, 
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‘it figures out quite easily at a wage loss per year of something like eight 
billion dollars. Now, obviously, it is not proposed to replace all that. If we 
undertook to replace even half of it, however, it would cost four billions; 
if we replaced a quarter of it, it would be two billions. 


Mr. Nertove: It appears, then, does it not, that this is the big point of 
the five points which Truman makes in his message to Congress? 


Mr. Dittman: That is a startling figure which Linford just introduced. 
He summed up the whole cost of social security, as we now have it, at 
three billion dollars, and here is one phase of President Truman’s proposal 
which he says would involve four billion. Is there not a more serious solu. 
tion? Is it not worse that we lose the production of eight billion dollars 
worth of working power? 


Mr. Linrorp: I am myself more concerned and excited over the billions 
of dollars of wage loss than I am over the possibility that our government 
might, through some device, undertake to replace part of it. And that, i 
seems to me, is the important thing. What happens to people when they 
lose their jobs and their incomes because they are sick and cannot work! 
How many of us could maintain our families over a period of time if we 
discovered tomorrow that we had tuberculosis? 


Mr. Nertove: But that is part of an even more comprehensive socia 
security program which would provide medical care. In any case, let us 
raise the issue with reference to the fifth point which Truman makes 
You will recall that that fifth point is the improvement of public assistance 
benefits. In that connection he indicates the need for a variable grant 
basis, and also he points out that there might be more adequate benefit: 
there as well. Incidentally, in that connection, I suppose the one anc 
three-quarters to two billion dollars which we now spend on public assist 
ance would be offset by insurance against loss of earnings due to illness o1 
disability. 

Let us now raise the issue of what you would consider a “comprehen 
sive” social security program. Obviously, the five points which Trumar 
makes in his recent message do not make our social security program < 
comprehensive one. 


Mr. Linrorp: Truman and other of our presidents have from time t 
time made recommendations on the other points. For example, the firs 
and most important point in a comprehensive system of social security i 
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r the government to undertake to stabilize our economy at high produc- 
on and full employment through the use of public works and a flexible 
aX program, interest rates, and so on. Secondly, we need a higher mini- 
um wage. Thirdly, we should have a system of family allowances. And, 
ally, there is the program, which Truman did not recommend in his 
cent massage but which he has recommended earlier—a system of social 
surance which would cover the costs of medical care. 


Mr. Dittman: Once again you are doing exactly what all advocates of 
aborate social security do. You take the Truman proposal for big ex- 
nsion and extension and embroider it by several other very extravagant 
oposals. We must count the cost of such a venture. Once again, you say, 
tthe government do it. Are you giving a credit against the disability ex- 
nse for the public assistance? Are you giving a credit against it for the 
penditures now being made by private enterprise to tide people over 
riods of temporary disability ? 


Mr. Linrorp: All I am saying is that some of us, at least, believe that 
is is a proper role for government to play. We do not think of the gov- 
nment as being something apart from us, but we think that the govern- 
ent is the people and that if the people in a democratic society want to do 
rtain things, provide certain services for themselves, by themselves, 
ough their government, it is quite appropriate to do it. And it is quite 
vious that the voluntary efforts to replace wages lost because of illness 
d because of old age and all these other hazards are extremely inade- 
ate. 


Mr. Dittman: What are your final figures, Linford, on the cost of a 
mprehensive program? 


Mr. Livrorp: There are various estimates about how much it will cost. 
ewis Meriam gives three estimates, varying from seven billions per year 
to sixteen or seventeen billions. Some estimates have run as high as 
enty billion dollars a year. But I would like to point out that, even if 
ey do run to seven billion dollars, that is approximately only 4 per cent 
our gross national product and is a very modest burden on our 


onomy. 


Mr. Nertove: Is that seven billion dollars the present cost or the ulti- 
ate cost P 
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Mr. Linrorp: That is the ultimate cost. Of course, when one estimat 
how much these programs are going to cost, one has to make a lot 
assumptions as to how many people are going to stop work when they g 
to be sixty-five years old, how many are going to be sick, and how mat 
are going to be unemployed, and so on. Thus, usually some low assum 
tions and some high assumptions are figured, and naturally the estimate 
come out then with these various figures. 


Mr. Nertove: The seven billion dollars must be compared to < 
economy that now produces well over two hundred and forty billic 
dollars of gross national product. But what about the costs of this ade 
tional program which is being suggested ? 


Mr. Linrorp: The Advisory Council to the Senate Finance Committ 
has made some estimates about what these additional recommendatio 
would cost. Again, as I said, they vary from very modest amounts up 
quite large amounts. But, in my opinion, the important thing here is 
secure benefits for people who need them. 


Mr. Nertove: What do you think of that, Dillman? 


Mr. Dittman: Do you realize that with Linford’s one figure on d 
ability insurance he has jumped our immediate cost from three billion 
seven billion dollars—which he has now given us as the comprehensi 
cost? Evidently he has underestimated the comprehensive cost. If 1 
presume that it is twenty billion, that added to a federal tax budget no 
of thirty-five billion would total well over fifty billion dollars, which 
25 per cent of our entire national income. Industry needs savings. You ¢ 
say that this is a compulsory savings plan, but the savings go into ster: 
investment in the government’s hands. They do not go into brick, m« 
tar, and machinery to make more jobs and better jobs. 


Mr. Nertove: Linford, how would you put your entire position? 


Mr. Linroro: I say that the country needs a comprehensive system 
social insurance, assuring protection to all the people against the hazar 
of unemployment, old age, illness and disability, death, and the costs 
medical care. 


Mr. Nertove: Dillman, how would you put your position? 


Mr. Dituman: We have old age insurance. Let us keep it modest ai 
ona contributory basis. Let us encourage private enterprise to provide t 
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etter living standards we want. Linford has demonstrated the greatest 
anger, which is the tendency for public expenditure to snowball. Is there 
end to costs? Because I doubt it is the reason that I am against increas-_ 
g the size of the social security system. 

Is there an end, short of complete dependence on government, if we 
mbark upon an extravagant social security program? The advocates 
icture a benevolent government taking care of any of us who want it 
rom the cradle to the grave. The ultimate of this “comprehensive” pro- 
ram is socialism. Do we want it? Because I doubt it is another reason 
at I am against increasing the size of the social security system. 


A Special Supplement 
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TEXT OF PRESIDENT’S MESSAGE ASKING 
BROADER SOCIAL SECURITY 
May 24, 1948 


I WISH to urge upon the Congress 
the necessity for action at this session 
to strengthen our system for the pro- 
tection of our people from the haz- 
ards of economic insecurity. We must 
not let our concern with the pressing 
problems of post-war adjustment 
cause us to neglect the human needs 
of our people. 

On several occasions during the 
past three years, I have recommended 
to the Congress the type of legislation 
which I believe should be enacted to 
strengthen our present social security 
system. The Congress has not acted 
on these recommendations. Instead, it 
legislation which 
would actually remove the protection 


is considering 


of our social security system from 
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many persons now entitled to it 
benefits. I believe that instead o 
limiting coverage it should be ex 
panded, and that a number of othe 
improvements should be made. 

I urge, therefore, that the Congres 
take early action on the followin 
recommendations: 

1. More adequate benefits unde 
old-age and survivors’ insurance. 

The benefits being paid under ol« 
age and survivors’ insurance are si 
riously inadequate. They were ac 
justed last in 1939. Even then, th 
benefits in most cases replaced only 
small part of the income that th 
worker or his survivors had lost b 
cause of his retirement or deat] 
Earnings and the cost of living hay 


EXPECTED GROWTH OF THE 
AGED POPULATION IN THE 
UNITED STATES, 1940-2000 


YEAR EACH SYMBOL_ REPRESENTS 
3 MILLION P 
65 YEARS OF AGE AND OVER 
1940 
1960 , ’ 


vo RERERE! 
_ BEREEER 


SOURCE: NATIONAL RESOURCES PLANNING BOARD, AUGUST 1943 
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OLD-AGE ASSISTANCE VS. OLD-AGE INSURANCE 
Benefits among Rural and Urban Counties, June, 1946 


PERCENT 
* RURAL 
COUNTIES WITH LESS THAN 50% OF 
POPULATION IN URBAN AREAS 
80 
60 
40 — 


eka 
0 : 


OAA 
RECIPIENTS BENEFICIARIES 


Source: Social Security Administration. 


risen sharply since that time and can- 
not be expected to return to pre-war 
levels. Consequently, further adjust- 
ments in benefit rates are imperative. 

People whose sole income is from 
social security payments have just 
about reached the breaking point. 
Many of them are widows of workers 
who were insured under our social 
insurance system, and others are par- 
ents in families receiving aid to de- 
pendent children. Many have retired 
on old-age insurance benefits; others 
are receiving old-age assistance. All of 


URBAN 


COUNTIES WITH 50% OR MORE OF 
POPULATION IN URBAN AREAS 


76% 


48% 
OAA OAI 
RECIPIENTS SENEFICIARIES 


them face a desperate struggle in t 
ing to procure bare necessities 
present prices. 

The present average payment { 
a retired worker is only about $25 
month, and is substantially less { 
dependents and survivors. If the : 
surance system is to prevent deper 
ency upon public and private char 
this amount is obviously far too lo 
I recommend that the Congress 
crease benefits by at least 50 per ce 

I also recommend that women 


made eligible for old-age benefits 


vee 
Sy: 


TYPE oF FaMiLy 2 $10 


RETIRED MALE 
WORKER ONLY 


WORKER AND 
WIFE 
AGED WIDOW 


| 
| 
WIDOW AND 3 OR | 
MORE CHILDREN | 


2 CHILDREN 


{ PARENT 


0 years, rather than the present 65 
ears. Wives are usually younger than 
eir husbands. In most cases, there- 
ore, an insured worker cannot retire 
t 65 because it will be some years be- 
ore-his wife becomes eligible for a 
ife’s benefit, and both of them can- 
ot live on his benefit alone. Lower- 
ng the eligibility age is also im- 
ortant for women insured in their 
wn right, for widows, and for moth- 
rs who depended on the earnings of 
deceased insured worker. 

The present law also works hard- 
hip by denying benefits to any per- 
on who earns $15 in any month. I 
‘ecommend that this limit be raised 
o $40, so that the law will permit 
nore older workers to supplement 
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CURRENT OLD-AGE AND SURVIVORS’ INSURANCE 
MONTHLY BENEFITS 
By Type of Family, June 30, 1947 


AVERAGE BENEFIT 
$20 


$30 $40 $50 


Source: Annual Report of the Federal Security Agency, Section 1, 1947. 


their benefits by part-time employ- 
ment. 

At the same time that these changes 
in benefits are made, I recommend 
that the limit on earnings taxable 
under the law be raised from $3,000 
to $4,800, and that the date for in- 
creasing the tax rate from one per 
cent to one and one-half per cent be 
moved forward from January 1, 1950, 
to January 1, 1949. 

2. Extended coverage for old-age 
and survivors’ insurance. 

The protection afforded by old-age 
and survivors’ benefits under our 
existing social insurance program is 
unfairly and unnecessarily restricted. 
More than 20,000,000 persons at 


work in an average week are in jobs 
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PUBLIC ASSISTANCE RECIPIENTS AND PAYMENTS 
By Program and Month, 1939-45 
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Source: Social Security Yearbook, 1945. 


where they cannot earn any rights 
toward these benefits. People in these 
jobs are in at least as great need of 
insurance protection as those in jobs 
already covered. Many of them are in 
greater need because their earnings 
are low and uncertain or irregular. 
These groups were originally ex- 
cluded largely because of various 
special administrative problems. Sim- 
ple procedures have now been 
worked out to collect contributions 
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and pay benefits for these people 
without undue cost or administrative 
difficulty, and with little inconven. 
1ence to employers. 

I strongly recommend that the pro. 
tection of the Federal Old-Age anc 
Survivors’ Insurance System be ex 
tended as rapidly as possible to the 
groups now excluded. 

3. Extended coverage for unem 
ployment insurance. 


In the case ‘of unemployment in 


WHO RECEIVES MONTHLY OLD-AGE AND 
SURVIVORS’ INSURANCE BENEFITS? 
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surance, coverage is even more re- least two important groups now e 
stricted than under old-age and sur- cluded. 
vivors’ insurance. The principal dif- I recommend, therefore, that Fe 
ference is that under unemployment _ eral legislation be amended to exter 
insurance employes of small firms coverage to those persons who a 
(those firms employing less than now excluded merely because th 
eight persons) are not covered by the are employed by small firms. The 
Federal law, whereas they are cov- workers are already covered in mai 
ered under old-age and survivors’ in- states, and I see no reason why th 
surance. should not be covered in the othe: 
Because of differences in the ad- In addition, I recommend th 
ministrative problems under the two _ legislation be enacted to provide u 
programs, it is more difficult to ex- employment compensation to perso 
tend coverage under unemployment employed by the Federal Gover 
insurance. Nevertheless, we should ment. It seems absurd that the Fe 
extend coverage at this time to at eral Government does not provide 
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its employes the same protection that 
rivate employers are required to fur- 
nish for their employes. 

In unemployment insurance also, 
benefits should be more adequate, 
particularly for the unemployed per- 
son who has a family to support. Not 
all states have raised benefit amounts 
and extended duration to meet pres- 
ént conditions or to recognize the 
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2,000 


6,000 8,000 10,000 


special needs of workers with depend- 
ents. I believe that all states should 
do so. In addition, the unduly harsh 
provisions of some state laws for dis- 
qualifying claimants should be elimi- 
nated. 

4. Insurance against loss of earn- 
ings due to illness or disability. 

I recommend that our social in- 
surance system be broadened to in- 
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PUBLIC EXPENDITURES FOR SOCIAL SECURITY 
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clude insurance against the loss of 
earnings due to temporary or ex- 
tended disability. 

Disability may have an even more 
serious effect on family income than 
old age or death. It may occur without 
warning in early or middle life when 
the worker has heavy responsibilities 
for family support and has had little 
time or chance to make individual 
savings. It usually involves medical 
costs as well as loss of wages. 

On an average day sickness and 
disability keep out of the labor force 
three and a half to four million per- 
sons who otherwise would have been 
working or looking for work. Of 
these, more than a million and a half 
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have been disabled for six months o 
longer. 

Two states now provide insurance 
benefits against loss of income fron 
temporary illness or disability. Othe 
states are considering establishin, 
such protection. I believe that th 
Federal Government should provid 
a strong financial inducement to al 
states to provide such insurance. 

In the case of disability extendin 
for six months or more, I recommen 
that insurance against loss of earning 
be established in connection with th 
present old-age and survivors’ insu: 
ance program. 

5. Improved public assistance fe 
the needy. 
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All of the foregoing recommenda- 
tions relate to measures to strengthen 
our contributory social insurance 
system. Social insurance is a practical 
and tested means by which individ- 
uals can join together for self-protec- 
tion. It does now, and should increas- 
ingly in the future, constitute our so- 
cial security system’s first line of de- 
fense against want. Our constant aim 
should be to extend and improve this 
means for providing protection 
through mutual efforts by employers 


and employes, on a basis which em- 


phasizes independence and self-rel 
ance rather than relief. 

But we cannot neglect our secon 
line of defense. Needy persons wh 
are not yet protected adequately t 
insurance have to fall back on publ 
assistance. And we may expect th: 
there will be some who will contint 
to need public aid even after the desi 
able expansion in our social insu 
ance system becomes effective. W 
should therefore strive to make th 
assistance adequate throughout tl 
United States. 
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The recent rise in living costs bears 
especially heavily on old people, 
fatherless children, and others who 
cannot earn and must depend on 
small fixed incomes or on sayings. 
Many who can no longer make ends 
meet have been obliged to ask for 
public aid. 

The aid now available to needy 
people is inadequate in many cases 
and in some areas of the country. 
This inadequacy stems in large part 
from three major deficiencies in the 
Federal Government’s program for 


helping the states to finance publ 
assistance. 

The Social Security Act sets und 
sirably low maximum limits on th 
amount of the payment to an indivi 
ual in which the Federal Governme! 
will share. The limits are even low 
for aid to dependent children than f 
aid to the needy aged and the neex 
blind. 

Even within the present maximu 
limits, the amount of the Feder 
grant to a state depends on wl 
amount the state itself provides f 
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he program. Where need is greatest, 
tate resources are usually smallest. A 
eedy person in a poor state therefore 
yenefits less from Federal funds un- 
Her the Social Security Act than a 
person in no greater need who hap- 
pens to live in a rich state. 

Moreover, Federal grants to states 
inder the present act may be used 
only for three groups of the needy— 
he aged, the blind, and dependent 
children. Other persons in equal need 
Jo not share in these funds. Nor is 
here any provision under which the 
Federal Government shares with the 
tates the costs of welfare services 
which avert or reduce the need for 
-ontinued assistance. 

I recommend that the act be 


1946 1947 1948 


amended to meet these deficiencies 
(1) By permitting the Federal Gov- 
ernment to match more fully the 
higher payments which many states 
find necessary to meet the needs of re- 
(2) By relating Federal 


grants more equitably to the financial 


cipients; 


resources and needs of each state; and 
(3) By providing Federal grants to 
help cover the cost of aid to persons 
not included in the present categories 
and the cost of essential welfare serv- 
ices which avert or reduce the need 
for assistance. 

The measures I have recommended 
have had long and careful considera- 
tion, and I strongly urge their enact- 
ment without further delay. 

It has long been recognized as an 
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inescapable obligation of a demo- 
cratic society to provide for every in- 
dividual some measure of basic pro- 
tection from hardship and want 
caused by factors beyond his control. 
In our own country, the obligation of 
the Federal Government in this re- 
spect has been recognized by the 
establishment of our social security 
system. 

Under this system, most of our peo- 
ple now enjoy some degree of protec- 
tion against the insecurity resulting 
from old age or unemployment or 
the death of heads of families. But 
the protection that is given them is 
far from adequate, and there are 
other millions of our people who are 
excluded from such protection alto- 
gether. 

It is especially important to 
strengthen our social security system 
at this critical time, when the false 
claim is constantly being made that 
democratic societies cannot protect 
their people from the economic and 
social uncertainties of modern civili- 
zation. We have studied with care 
and at great length the manner in 
which the system should be strength- 
ened and we have the knowledge 
now to take many specific steps for 
that purpose. We should act upon 
that knowledge without further de- 
lay. 


The passage of the Social it 
Act in 1935 marked a great advar 
in our concept of the means by w 
our citizens, through their Gov 


ment, can provide against commo: 
economic risks. Although this act 
still under attack from some quarter: 


it is regarded by a vast majority © 
the American people as an essentis 
and basic element of our democracy 
A strong social security system 1 
recognized as an essential part of ou 
national program to insure max 
mum levels of production and em 
ployment and to insure fair distrib 
tion of the output of our economy. 

The original act was necessarily e 
perimental in many respects, and we 
deliberately limited in its coverag 
and in the benefits provided unt 
experience should permit its extel 
sion. In 1939, substantial amens 
ments were made to improve the a 
on the basis of the experience gaine 
by that time. 

Since 1939, we have gained muc 
further experience. Furthermore, e 
tensive study has been given to th 
problem, both by the executive ar 
legislative branches. From this expe! 
ence and these studies has come 
wide area of agreement concernir 
most of the steps needed to impro' 
our social security system. Eve 
where agreement has not bee 


h d, the evidence and arguments 
ye been so fully developed that 
hing can be gained by further 


wish to emphasize that, because 
general economic conditions, this 
a particularly opportune time for 
ing these steps. Now, when em- 
byment and earnings are at the 
rhest levels on record, is the most 
vorable time for our working peo- 
p to earn protection against serious 
bnomic risks which face them and 
families as a result of unemploy- 
at, disability, old age, and death. 
oreover, the increased coverage and 
her contribution rates which I 
ve proposed will result in a greater 
cess of income over expenditures in 
e social insurance trust funds than 
at present the case. Even when the 
panded public assistance program 
taken into account, the net effect of 
y recommendations is still to in- 
ease substantially the excess of in- 
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come over outgo. Such an excess of 
income over outgo is valuable to re- 
duce present inflationary pressures 
and to store up purchasing power for 
future use. 

The measures I have recommended 
will extend and broaden our social 
security system to provide protection 
to millions of our people now ex- 
cluded and against risks now pressing 
heavily upon individual families. 
They will provide protection to our 
people more and more on am insur- 
ance basis, and reduce our reliance 
on relief and similar types of public 
aids. They will do much to prevent 
distress and to continue our progress 
toward the great goals of individual 
welfare and independence. 

It would clearly be unfair to the 
millions of our people for whom we 
know how to provide better protec- 
tion to delay longer these sound and 


practical measures. 


Harry S. TRUMAN 
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